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ALTERNATIVES FOR EDUCATIONAL FINANCE WITHIN THE ESTABLISHED PARAMETERS 


Introduction 

The British North America Act left the making of laws respecting 
education in Canada to the provinces rather than to the central government. 

This did not mean, as is sometimes claimed, that education became the 

responsibility of provincial central authorities, but rather, that it was 

up to the people of each province to decide through their legislature how 

education was to be administered and financed. Among the alternatives 

that a province had and still has in this regard are the following: 

1. The province can administer and finance the education system centrally 
as is done in the states of Australia; 

2. The province can delegate both the administration and finance of 
education to (a) local educational authorities (school boards), or 

(b) parents, churches, and private enterprise. 

3. The province can delegate the administration of schools to local 
authorities, parent groups, and churches but provide for central finance. 
4. The province can delegate the responsibility for financing schools to 

local authorities, parent groups and churches while retaining major 

administrative control of the schools and teachers. 

5. The province can delegate certain aspects of administration and finance 

to local bodies and retain for itself certain other aspects of the 

administration and finance of the schools. 

As has already been mentioned, complete centralization of administration and 
finance was the decision made early in the states of Australia and in New Zealand. 
It also exists in the American state of Hawaii and in those national jurisdictions 
that are characterized by unitary systems of government with strong central controls. 

Alternative 2(a) was the one early adopted in North America both in the 


United States and in the British provinces (including Upper Canada) prior to 


2 
Confederation. Usually some monies were made available from the state or 
province but these were almost entirely incentive grants designed to stimulate 
the building of schools and the attendance of pupils in an era when school 
attendance was not compulsory. 

Alternative 2(b) was the one used in politics where there was no state 
intervention in education. It characterized Upper Canada in the few years 
from its foundation in 1793 to the passing of the Public School Act in 1808, 
and in England prior to 1833. 

Alternative 3 is the one adopted in 1967 by New Brunswick, where the actual 
administration of education was delegated to 33 school boards but the entire 
financial responsibility was borne by the central authority. The Netherlands 
has gone still further by delegating the administration of schools not only 
to cities, towns and other communes but also to parent groups, churches, and 
ideological societies while still retaining the financing function for all 
schools at the state level. 

I know of no jurisdiction where alternative 4 in its pure form has been 
adopted, though the situation in Upper Canada under Egerton Ryerson was rather 
Close. There was very strong central control over what went on in schools and 
how they were run whereas central financing was limited to the afore-mentioned 
incentive grants. It was not until near the end of Ryerson's career 
that laws were passed making it mandatory for municipalities to levy property 
taxes at the request of school trustees to pay for school costs not covered by 
the legislative grant. 

Alternative 5 probably comes closest to the way education has been adminis- 
tered and financed in Ontario in recent years. The administration of schools and 
what goes on in them has been delegated to local boards more completely than in any 
previous period in this province. Prescribed text-books have been replaced by 
lists of approved text-books; centrally prescribed, detailed courses of in- 


struction have been replaced by curricula developed locally within broad, centrally 
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determined guidelines; provincial inspection of schools has been replaced by 
supervision provided by local boards; provincial examinations have been elimi- 
nated; teachers are hired, their numbers and their duties determined (within 
the limitations of The Education Act) by the boards. On the other hand boards 
today have considerably less authority than they once did over the decision to 
build a school, how large it is to be, and what it is to cost. 

The financing of the major part of the school program is, however, chiefly 
a function of the province. That is to say the province has been constituted 
as a Single unit for the equitable financing of school spending up to the so-called 
ceiling levels of ordinary expenditure ($1,299 per weighted elementary pupil 
and $1,841 per weighted secondary pupil in 1978) and up to whatever expenditure 
levels are approved for individual boards by the Ministry for expenditures on 
transportation and debt-service charges. Local financial responsibility is limited 
to expenditures unrecognized by the Ministry for grant purposes. 

The province of Ontario has reached this situation by a gradual process 
over a period of over 100 years. It is not within the scope of this report to 
give a detailed history of the financing of education in Ontario. Let it be 
said simply that over a long period of years Ontario has moved steadily away 
from a position where the control of the interna of education, (those things 
that actually go on in schools as part of the education process) was highly 
centralized at Queen's Park and where the provision of the externa of education 
(those things, including finance, that "make it possible to bring the right child 
to the right school under the right teacher at a cost the state can afford"’) 
was left chiefly to local authorities. We have thus seen a steadily increasing 
involvement of the province with school finance, school buildings, and pupil 
transportation. 

Ideally, if the twin goals of local decision-making and fiscal equity are 
to be met, provincial financial arrangements should be such that any two boards, 


regardless of local tax-paying ability, would be able to provide similar levels 
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of education (in terms of dollars per pupil) with the same local effort (as 
measured by mill rate on taxable assessment at market value or some uniform 
fraction thereof). This ideal would not ensure so-called "equality of 
educational opportunity" but it would remove any fiscal barrier to its achieve- 
ment. Any differences in expenditure per pupil from one jurisdiction to 
another would then be attributable solely to local decision-making uninfluenced 
by disparaties in tax-paying ability. It must be remembered that differences 
as great as $100 per pupil in expenditure per pupil do not necessarily indicate 
a significant difference in educational services offered: such a difference 
can occur through, for instance, having 22 pupils per teacher instead of 25, 
a difference in pupil/teacher ratio that has defied repeated attempts to show 
a relationship with differences in the quality of education provided. Differences 
of from one to five pupils per teacher may result from overt board policy or as 
a side effect of such things as inner-city schools, small schools, very large 
schools and the kinds of special programs and services offered. Differences 
of between $100 and $200 per pupil can also be caused solely by differences in 
the average level of qualifications of teachers. Here again there is no research 
evidence that educational achievement is significantly different for pupils 
taught by university graduates than for those taught by teachers without a 
university degree. Conventional wisdom, however, leads us to expect a better 
product from more highly educated teachers than from those less well educated 
even if we have not been successful in measuring the difference. 

There are several major barriers to achieving the complete fiscal equality 
described above. These will now be examined in the Ontario context. 
The Barrier of Imprecise Measures of Local Ability to Pay 

Perhaps the chief barrier to achievement of the ideal of complete fiscal 
equality for school boards has been the lack of directly comparable measures 
of local tax-paying ability. Until 1970 the placing of a value on real property 


for the payment of taxation was left in the hands of the municipalities. While 
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the province has provided guidelines and manuals to locally-employed assessors, 
there has always been a very wide discrepancy from municipality to municipality 
in the "assessment ratio''--the percentage of full market value at which a 
property was assessed. The variations among municipalities have been as great 
as from a low of 10% of full market value to a high of 125% of such value. Not 
only has such variance in assessment ratios existed among municipalities but 
' even within municipalities there have been great variations in the assessment 
ratios used for different classes of property: residential, multiple-unit 
residential, commerical, industrial and farm. Moreover these variations were 
different from municipality to municipality. 

Variation in assessment ratios between municipalities was no problem 
for most municipal purposes. If municipality A had an assessment ratio of 10% 
while its neighbour, municipality B, had a ratio of 50%, all that would happen 
would be that municipality A's mill rate would be five times that of municipality 
B's, for the same level of service but the tax on a property worth $20,000 in A 
would be identical to that on a property in B worth the same amount. It was 
only when county rates were being calculated that the differences in assessment 
ratios mattered municipally. Then it was necessary for the county council to 
appoint an assessment equalization committee charged with the task of determining 
how the county requisition was to be apportioned among the constituent municipalities. 
The result was known as "county equalized assessment -" 

But the chief need for some kind of comparability among municipal assessed 
valuations arose because of the province's entry into the field of equalization 
grants to school boards. Here, even the county equalized assessments were of 
limited value since one county might equalize at 50% of market value and 
another at 100%. Besides, there was nothing similar to county equalized assess - 
ment in the cities and separated towns of southern Ontario nor in any of the 
territorial districts of northern Ontario. Until 1958 equalization grants to 


school boards in urban municipalities were based on population on the assumption 
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that the larger the municipality the greater the true assessed valuation per 
student. For rural school boards, county equalized assessment was used in the 
south and the raw, locally-determined assessments in the townships of the north. 
As equalization grants grew, it was a great temptation for rural municipalities 
to lower their assessment ratios, thus appearing poorer and receiving higher 
education grants. 

The then Department of Municipal Affairs solved this problem temporarily 
in 1957 by sending out provincial assessors to the over 900 municipalities to 
spot-check local assessments. The end result of this rather complicated pro- 
cess was a series of factors purporting to show at what percentage each local 
municipality was assessing its property in relation to the provincial standard 
(based on building costs in 1940). By dividing the local assessment of a 
municipality by its factor, that municipality's "provincial equalized assess- 
ment'’ was obtained. This was used for all boards in the Department of Education's 
school grant plan beginning in 1958. For the first time, some province-wide 
standard way of measuring relative property-tax-raising ability had been achieved. 

In 1966 a different method of determining provincial assessment equali- 
zation factors was devised, based on recorded sales of properties. At the same 
time, the provincial standard was updated from 1940 cost to 1965 cost. Finally, 
when the province took over all property assessment in 1970 and announced it 
would henceforth base assessments on full market value the long drawn-out process 
of property tax reform in Ontario was begun. The effective date of implementation 
of the new tax base was repeatedly deferred and finally postponed indefinitely 
in June of 1978. During the past 8 years the local assessments used for 1970 
taxation have been used for purposes of distributing the province's school grants. 
(In some municipalities and regions the new provincial assessments have been used). 

The inherent equity in the Ontario school grants plan is predicated on the 
existence of a standard measure of tax-paying ability. With the shelving of tax 


reform it will be incumbent on the province to devise more up-to-date assessment 
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equalizing factors than those in existence in 1970 if the equity in the grant 
plan is not to be compromised. 
the Barrier of Extremes in Unit Equalized Assessment Caused by the Large Number 
of School Administrative Units. 

In 1945 there were 5,506 units of administration for elementary schools 
in Ontario and 433 for secondary schools. The problems caused for school finance 
by such a large number of school authorities are: 

(1) There will be a large number of very poor, small authorities with nothing 
but farm or residential assessment supporting the school program. 

(2) There will be a substantial number of small, but very rich school 
authorities, because of such anomalies as having a large industrial 

plant or a large number of summer cottages supporting a very small 

school enrolment. 

The first problem is not as serious as the second from the standpoint of 
achieving complete equity in school finance. It is more of a psychological 
problem (for other jurisdictions and for the central authorities) than a fiscal 
one. It involves the concept of ''five-cent dollars" since many such small, poor 
boards, in order to be placed on an equal footing with other boards in the 
province, will need to receive 95% or higher of their recognized expenditure from 
the central authority. This raises the bugaboo of irresponsible spending by such 
boards; no concrete evidence of such irresponsibility has been brought to light. 
Bbviously, 1t 1s as much ofan effort to provide the “five-cent dollars” locally 
4as/1t 16 tor a wealthy board to provide "95-cent dollars." Thus, from the 
standpoint of providing complete fiscal equality, assessment-poor boards present 
no real problem. They do, however, present a serious problem if there is to 
be a provincially-set limit on the amount of a board's expenditure that is 
recognized for purposes of provincial assistance (a condition that has existed 
every year since 1945 in Ontario). Such a limitation may be referred to variously 


as a foundation-program level, as a ceiling on recognized expenditure in terms of 
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dollars per unit of educational need (classroom unit, or raw or weighted pupil 
or teacher), or as board-by-board recognized expenditure on debt service and 
transportation. Where such limitations exist the assessment-poor board is 
at a great disadvantage relative to other boards. Its lack of assessment 
constrains it to spend very little above the amounts recognized by the province 
for grant purposes - otherwise the local mill rate becomes prohibitive. 

The second problem is mich more serious. Many small, rich boards will 
be so rich that any equitable system of school finance should require not only 
that they receive no grant but that part of their local tax revenue be channeled, 
through the province, to other school jurisdictions (the negative-grant concept). 
The imposition of such a negative-grant system of school finance usually proves 
to be politically unpalatable; hence the existence of any large number of 
extremely wealthy boards (in terms of unit equalized assessment) either 
militates against the implementation of a fully equalized system of grants, or 
results in the making of exceptions for wealthy boards so that they are able 
to provide the same level of expenditure as other boards at a lower mill rate 
(or a higher level at the same mill rate). In the years since 1945 this barrier 


to equitable school finance has been drastically reduced as shown by Table 1. 


TABLE 1 


Number of School Administrative Units in Ontario by Decades, 1945 - 1975 


Year Elementary Secondary 
1945 5,506 433 
1955 5, 95% 306 
1965 1,467 257 
1975 7 78 


The move to larger units of administration reduced 9,906 elementary-school 


jurisdictions to 177 over the 30-year period from 1945 to 1975. During the same 
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period secondary school jurisdictions were reduced from 433 to%7 Sees This kindof 
consolidation of school authorities tends to greatly narrow the range of unit 
equalized assessment as former assessment-poor and assessment-rich districts 
are brought together under the same jurisdiction. The results can be best seen 
with respect to the secondary school jurisdictions of Ontario. The range of 
equalized assessment per weighted pupil in 1977 was from $201,068 for Metro 
Toronto to $38,038 for Hornepayne, - the wealthiest having 5.29 times as much 
assessment per weighted pupil as the poorest. It is unusual for the largest 
school jurisdiction to be also the richest but that is the situation among 
secondary boards in Ontario. The formation of large units of administration has 
eliminated any small, assessment-rich boards. This process would have been 
carried even further and have eliminated many of the still existing assessment- 
poor boards had it not been for sparsely populated northern Ontario. Hornepayne 
and other small northern boards such as Chapleau, Hearst and Geraldton are so 
far from neighboring communities that it is impossible with present technology 
to enlarge them. If secondary districts in the territorial districts that do 
not contain a city are excluded, the poorest secondary board, with an equalized 
assessment per weighted pupil of $54,383, becomes the Prescott and Russell County 
Board of Education. This reduces the distance between the richest and poorest 
to a factor of only 3.7. Table 2 shows the key points in the distribution 
Gn ithe 7h secondary boards according to assessment per weighted pupil - the 


high and low boards, the 10th and 90th percentiles, the lst and 3rd quartiles 


and the medians. 


TReduced from the 78 shown in Table I by combining the data for the six area 
boards of Metro Toronto into one and by disregarding the two Department of 
National Defence secondary districts. 
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TABLE 2 


Assessment Per Weighted Pupil? of Ontario Secondary School Boards at Certain Points 


Tn the Distribution, in 1977, With Some Additional Data 


Scale Point Ass/WP 

Poorest (Po) ¢ 38,038 Ratio of wealthiest to poorest Beet 

P10 54,739 

OL (B25) 69,450 Average Ass/WP for all secondary students = $136,70 

Median (P50) 98 ,691 

Q3 (P75) 126,002 Exp/Pup Required 
Mill Rate 

P90 153,045  Wealthiest (Metro Toronto) $2586 ievoird 

Wealthiest (P100) 2015 068%e Poorest (Hornepayne) 2949 4.86 


Range = $163,030 or 165% of the Median 


It will be noted that because the wealthiest board also has the most 
students the distribution is skewed. A board of average wealth lies somewhere 
between the 75th and 90th percentiles. Fifty percent of the secondary boards 
have A/WP' s between $69,450 and $126,002 - a ratio of only 1.8 to one. Table 3 


provides similar data for the 121 elementary school boards. 


TABLE 3 


Assessment Per Weighted Pupilt of Ontario Elementary School Boards at Certain Points 


In the Distribution, in 1977, With Some Additional Data 


Scale Point Ass/WP 

Poorest ¢ 5,008 Ratio of wealthiest board to poorest 28:1 

P10 15,440 Average Ass/WP for all elementary 

Ql 25,905 pupils = $64,200 

Median 39,820 Exp/Pup Required 
Mill Rate 

Q3 63,526 Wealthiest (Kapuskasing Pub) $1575 8.03 

P90 77,441 Poorest (Atikokan Sep.) 1754 10.06 

Richest 140,180 


Range = $135,172 or 339% of the Median 


1 
Calculated from rate of grant on ROE 
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We note from Table 3 that the distribution of elementary boards is also skewed 
though not quite as severely as that for secondary boards. The provincial average 
A/WP was only 1.06% higher than the A/WP of a board at the 75th percentile, whereas 
the corresponding percentage for the secondary distribution was 8.49%, 
It is in the range between the poorest and wealthiest boards that the greatest 
difference between elementary and secondary boards is to be found. For secondary 
boards the range was only 165% of the median while for elementary boards it was 
339% - slightly more than twice as great relatively. Another way of expressing 
this difference is to note that while the richest secondary board was only 5.3 
times as rich as the poorest, the richest elementary board was 28 times as rich 
as the poorest. The reason for the great divergence between elementary school 
and secondary school A/WP distributions is the automatic continued existence 
of a pool of assessment-poor elementary boards - the Roman Catholic separate 
school boards. These boards, legally denied their proportionate share of the 
assessment of public corporations, almost constitute a separate group of school 
jurisdictions; that is, there is very little overlap between the public and 


separate elementary boards in terms of A/WP. Tables 4 and 5 show this clearly. 


TABLE 4 


Assessment Per Weighted Pupil of Ontario Public, Elementary School Boards at 


Certain Points in the Distribution, in 1977, With Some Additional Data 


Scale Point Ass/WP 

Poorest $ 16,243 Ratio of wealthiest board to poorest 8°6:1 

P10 35,214 Average A/WP for all elementary pupils: $64,200 

Ql 46,722 

Median 63,398 Exp/Pup Required 
Mill Rate 

Q3 71,150 Wealthiest (Kapuskasing) $1575 8 .03 

P90 91,886 Poorest (Hornepayne) 1745 5.08 

Wealthiest 140,180 


Range = $123,937 or 195% of the Median. 


1G 


TABLE 5 


Assessment Per Weighted Pupil of Ontario Separate Elementary School Boards At 


Certain Points in the Distribution, in 19/77, With Some Additional Data 


Scale Point Ass/WP 
Poorest $ 5,008 Ratio of wealthiest board to poorest : 10.4:1 
P10 10,705 Average A/WP for all elementary pupil $64, 200 
Ql eA) Exp/Pup Required 

} Mill Rate 
Median 24,075 Wealthiest (Hald.-Norfolk) $1424 7.44 
Q3 29,355 Poorest (Atikokan) 1754 10.06 
P90 ear on 1) 
Wealthiest 52,146 


Range = $47,138 or 196% of the Median 

One notes that the ranges for both types of elementary boards are practically 
the same - 195-63 of the median but that while 90% of the public boards have P5014 
A/WP or more, 90% of the separate boards have $35,310 A/WP or less... Lt is also 
to be noted that the distribution of public elementary boards (Table 4) is the 
only one that does not show serious skewing in terms of the relationship between 
the median and a board of average wealth; the former being $63,398 and the latter 
$64,200. Of the public boards, fifty percent lie between $46,722 and $71,150 
A/WP - a ratio of only 1-°52:1 while of the separate boards, fifty percent lie 
between $15,713 and $29,355 - a ratio of 1-87:1 

The existence of publicly-supported separate schools, then, has made it im- 
possible in the elementary jurisdictions to achieve the kind of equalization 
through consolidation that one might expect. 

The problems are chiefly of the first kind (small, assessment-poor boards) 
rather than of the second kind (small, assessment-rich boards), though some of 
the latter do result, e.g., the Kapuskasing public school jurisdiction, which 
is the wealthiest in the province. If there were no separate school board in 
Kapuskasing, the elementary board there would not be particularly assessment-rich 


(nor would it be so small); its A/WP in 1977 would have been $52,062, well below 


13 
that of a board of average wealth ($64,200). 

In summing up the situation with respect to this barrier, then, we must con- 
clude that it cannot be completely removed because of the existence of (1) isolated 
small communities in northern Ontario and (2) a group of assessment-poor Roman 
Catholic separate school jurisdictions in the elementary-school field. 

Despite the continued existence of small assessment-rich and assessment-poor 
school jurisdictions, however, the existing general legislative grants have achieved 
a remarkable amount of success in overcoming the problems associated with the 
existence of such jurisdictions. If we look at the data relating to the wealthiest 
and poorest boards in each of the Tables 2 - 5, we will note that in every case 
the poorest board spent, in 1977, more per pupil than did the wealthiest board. 
Table 6 summarizes the data from these four tables and analyzes the relationship 


between expenditures per pupil and mill rate. 


| TABLE 6 


| 
Differences in Expenditure Per Pupil and Mill Rate Between the Richest and Poorest 


| Boards in Four Categories, 1977 


Category of Excess Exp/Pup of Poor Excess (Deficiency) of Required Mill 
| Board Board over Rich Board Rate of Poor Board over Rich Board 
| $ % Mills % 
pba 363 14.0 (S254) (41.9) 
Elementary 
Total 179 se teal 2.03 25 2 

Public 170 10.8 (2295) (36.7) 

Separate 330 Ce pate 5542 


It will be seen from Table 6 that the poorest elementary board spent 11.4% 


equalized assessment (had it raised no more or less than it needed) was 25.5% 


more per pupil than the richest elementary board and that its mill rate on 


higher than that of the richest board. The poorest separate school board spent 
| 


Essex Co. 
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23.2% more per pupil and had a necessary mill rate 35.2% higher than did the riche 
separate school board. On the other hand, the poorest secondary board spent 14% 
more than the richest but had a mill rate 41.9% lower; while the poorest public 
elementary board spent 11.4% more than the richest but had a mill rate 36.7% lower 
This evidence would indicate that even with the great disparities in A/WP still 


existing, the Ontario school financing system has been able to cope with such 
disparities. 
The Barrier of Assessment-Poor Separate Elementary School Boards 

The barrier to equity caused by the existence of separate school boards is 
a function of their relatively low A/WP, not of their existence as such. The 
low assessment per weighted pupil is caused by two main factors: 
1. The property taxes of public corporations and public utilities in the 

elementary panel go entirely to the public school boards, and 
2. Separate school boards have a larger number of elementary school 

pupils per housing unit to educate than have the public school boards. 

The latter fact is made clear by some data taken from the tax reform studies 
Table 7 shows the assessment per pupil on market value residential assessment onl 
of ten public: and separate school boards whose jurisdictions were more or less 


coterminous in 1977. 
TABEES 


Comparison of Assessment per Pupil of Market Value Residential Assessment of Ten 


Public and Separate School Coterminous Jurisdictions, 1977 


[ype Residential Pub. as % Board Type Residential 

Ass/Pup. of Sep. Ass/Pup. - 
Public 56,426 161 York Reg. Public 69,411 
Separate 34,995 Separate 43,281 
Public ST 359 169 Kapuskasing Public 24,115 
Separate 22,196 Separate oe 
Durham R. Public Spe i Alli Nipissing Public 28,186 
Separate 29.210 Separate 13,827 
Public 38 ,070 P55 Sudbury Public Aspe: Gall 
Separate 248577 Separate 15,334 
Public 49 ,988 191 Hearst Public 21,968 
Separate 26,160 Separate 10,005 


Provincial average,market-value, residential assessment per pupil: $41,714 
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If we assume that the average market value of the residences of public school 
Supporters is not significantly different from that of separate school supporters, 
we would expect all differences in residential assessment per pupil between the 
two boards operating in the same city or county to be caused only by differences 
in the average number of pupils of elementary school age per residential unit. 

If this assumption is true,! Table 7 indicates that the separate school boards 
shown had from 55% (Essex Co.) to 1483 (Kapuskasing) more elementary school 
pupils per housing unit than did the corresponding public school boards. 

The problems caused by the existence of separate school boards are essenti- 
ally the problems caused by the existence of small, assessment rich and assessment- 
poor boards as discussed in the previous section. 

One often-proposed partial solution to the problem caused by these boards 
is to divide corporation assessment between the public school and separate school 

boards in proportion to: 

(a) their residential and farm assessment, or 

(b) their student enrolment. 

This would have the effect of making each public school board relatively poorer 
-and each separate school board relatively richer in terms of assessment per pupil. 
hus the range of assessment per pupil would be considerably narrowed. In 
particular, small, assessment-rich boards would no longer exist and most separate 
Bicol boards would move closer to the median for all elementary boards. 

The advantage of using this method (alternative (b) would obviously do the 
ee job) would be that the province could achieve complete fiscal equity without 
Bic necessity of using negative grants to any great extent. In addition, to the 
‘extent that all boards' per-pupil assessments would be closer together, there 


'would be less inequity involved among boards spending above ceilings or approval 


1 another assumption, of course, is that, on average, the market value of housing 
units supporting separate boards is lower than that of those supporting public 


_ boards. 
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levels if complete fiscal equity were not achievable. The disadvantage of this 
method would be the opposition of public boards which would be losing assessment 
to the separate boards. This solution might, in other words, be seen to be 

a “hot potato" politically, even though it is very logical and fair and is 

in force in the other provinces that have separate school systems, Quebec, 
Saskatchewan and Alberta. 

A second possible solution would be for the province to tax corporation 
assessment at a uniform rate for elementary education and remove it from the 
tax rolls available to both public and separate school boards. The proceeds 
of the uniform tax could then be added to the monies available for the general 
legislative grants with the result that a higher percentage of elementary boards' 
recognized ordinary expenditure would be met from grant or the grant ceiling 
(recognized ordinary expenditure per weighted pupil) could be raised, or both. 
(This would be necessary, since all elementary boards that had previously had 
access to any corporation assessment would become poorer.) 

The chief advantage of this solution would be that it would put all boards 
on the same footing with respect to corporation assessment - none of them would 
have any, and all of them would receive their share of the former total yield 
of elementary school taxation on such assessment on a per-pupil or per-weighted- 
pupil basis. This method would make the public boards poorer without making 
the separate boards richer. It would not be as effective as the eyed 
method in bringing a separate school board's assessment per pupil closer to 
that of the public school board in the same jursidiction. On the other hand it 
would be more effective than the first solution in bringing all elementary boards 
closer together in terms of assessment per pupil. The first method would pool 


corporate assessment within a county or other region under the jurisdiction of 


Newfoundland also has a Roman Catholic school system but its current operations 
are financed provincially without recourse to property taxation. 
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a separate school board, while the second solution would pool it provincially. 

A possible problem with this solution would be the danger of the additional 

local money from the provincial tax on public corporations coming to be con-. 

sidered after a few years as provincial money. This could be avoided by having 
the procedure defined in The Education Act rather than by regulations. The 

mill rate to be levied each year on such corporation assessment would, of 

course, be promulgated by regulation. 

This solution might be politically more attractive since a majority of 
the public school boards as well as all separate school boards would stand to 
gain from it. The big losers would be the approximately 10% of boards that 
now have access to approximately 80% of the assessment of public corporations. 
To the extent that this method of attacking the problem would group elementary 
boards much more closely around the median, it would facilitate the imple- 
mentation of complete fiscal equity among boards with a minimum of negative 
grants to an even greater extent than the first method discussed above. 

The third method of overcoming the barrier to equity presented by the 
assessment-poor separate school boards would be to pool all real property assess- 
ment provincially. This could be done in two radically different ways: 

(1) The New Brunswick method, by which a uniform education mill rate on real 
property woutd be levied and collected by the province.+ The proceeds, 
together with the monies normally allotted to the general legislative 
grants would be used by the province to provide the full cost of education 


of the school boards. This method, of necessity, requires the province 


| to decide how much is to be spent per pupil (and in some cases for what 
purposes) by each board. Presumably it would be long on equality and 
| equity and extremely weak on local autonomy. Indeed, as Cameron suggests“ 


The tax could be levied by the province but collected by the municipalities and 

| forwarded to the province as is done in Alberta and Manitoba. 

See David M. Cameron, 'Declining Enrolment and the Financing of Education in Ontario" 
_A paper prepared for CODE. 
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(2) 
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the easiest way to implement this method might be to abolish school 
boards entirely. 
Discontinue the existence of expenditure levels above which there is 
no provincial grant contribution. This would result in the complete 
fiscal equity referred to earlier as an ideal. It would mean that every 
board's mill rate would always be the same for a given level of expenditure 
per weighted pupil. The advantages of such a system are obvious; for 
any level of expenditure, local tax-paying ability would not have to be 
taken into consideration, except that a higher level of expenditure would 
result in a higher mill rate, but all boards, rich and poor, wourl be 
in the same position. But the main advantage, from the standpoint of 
democratic practices in education over 150 years old, would be the 
continued existence of strong local decision-making as to how much to 
spend on education and on what. Indeed local autonomy would be greatly 
strengthened since it would be applicable to all boards instead of to 
only those with unit assessments above the provincial average as is 
effectively true now. 
The great disadvantage of this method would be the open-endedness of the 
provincial contribution. Some means would have to be devised to discourage 
excessive spending by any board. This could be done by decreasing drasti- 
cally the effective rate of provincial aid as boards exercised their options 
to exceed a series of per-pupil-expenditure levels. Any board could spend, 
for example, 50% more per weighted pupil than the first expenditure level 
but would have to incur a mill rate considerably higher than 150% of the 
mill rate required to finance the first level. This sounds like a 
Simple means of achieving absolute fiscal equity while strengthening 
local control but it is not so simple as it may at first appear. 
It entails substantial use of negative grants to the point where an assess- 


ment-rich board might have to pay over to the province as much as 125% 
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of the yield of an additional mill rate required to provide an increase 

in expenditure per pupil. Very high expenditures per pupil for such a 

board could result in an overall negative grant. 

Appendix A presents a series of tables showing the effects of these tree 
methods of solving the problem of assessment-poor separate school boards as well 
as the way the 1977 system operated for the same boards. 

The data in the four tables are summarized in Table 8. 

For those who want to understand the implications of the alternative plans 
to provide greater fiscal equity, a detailed examination of Table 8 and the 
four Appendix A tables that provide the basic calculations is necessary. 

Table 9 shows the expenditures per weighted pupil of the seven boards ex- 
pressed as a percentage (Col. 1) of the 1977 grant ceiling: $1197, and the mill 
rates from Table 8 resulting from the application of the 1977 grant system and 
the three alternative plans as percentages of the mill rate (7.458) required 
by a board spending $1197/WP in 1977. Ina final column the four plans are 
rated (from best to worst) for each board. 

Obviously, every board spending above the ceiling will have its mill rate 
increase at a faster rate than its expenditure per pupil since in plans A 
through C there is no provincial contribution above the $1197/WP figure while 
in plan D the provincial contribution is less for expenditure above $1197 
than at or below it and is progressively less, percentage wise, the higher above it 
a board goes. Table 9 must be examined, then, by looking at the relationship 
between the percentage of ceiling expenditure in column 1 and the percentages of 
1977 ceiling mill rate (7.458 mills) in columns 2 through 5. It is plain that 
the rich public school board (very high in corporation assessment per weighted 
pupil) suffers a loss under plans B, C, and D, but oddly enough, least under 
plan D - the one with an overall negative grant (see Table 8 and Appendix A 
Table IV). It suffers worst under plan C because it is a high spender and 


its corporation assessment removed it becomes only 1.56 times as rich as the 
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provincial average instead of 2.18 times as it was under plan A. In real life, 
under plan C, such a board would be forced to curtail its per-pupil expenditure. 

But, while the actual plan A was best for the rich public school board, it 
was worst for the coterminous separate school board. While spending only 11.95% 
above the ceiling (as opposed to the public board's 35.17%), its mill rate was 
67.11% above what it would have been had it spent at the ceiling (while the 
public board's mill rate was only 40.31% above). It is obvious that plan B 
helps the separate board - provides greater equity; now its mill rate, and that 
of the public school board bear a better relationship to their respective 
expenditure levels. The remaining disparity is caused by the lower non-corporation 
assessment per weighted pupil of the separate board as opposed to the public 
board. It will be noted that the complete provincial pooling of all assessment 
is the most beneficial to this board. 

Time does not allow a complete analysis of all of the figures in these 
tables. The reader may do that for itself. It must be remembered that these 
tables are only illustrative in that they are based on the assumption of a 
seven-board province and on a distribution of corporation assessment that is 
probably not entirely representative. This caveat is particularly true of 
plans C and D since, in the case of the former, it is likely that expenditure 
levels would fall as the wealth of public school boards would be drastically 
reduced, and in the case of the latter, expenditure levels might rise somewhat, 
since some provincial support would be available. 

It is important to point out that plan D could present an infinite variety 
of results depending on the provincial policy aims desired, while still retaining 
both local decision-making and complete fiscal equity. The province could reinstate 
a very effective ceiling on expenditure per weighted pupil by requiring a local 


contribution of 90 or 95 percent (a grant of only 10% or 5%) for a board of aver- 


age wealth for all expenditure in excess of, say, $200 per weighted pupil above 


the basic ceiling (comparable, in 1977 terms, to all expenditure in excess of 


z5 
$1396 per weighted pupil). An additional feature of plan D, as contained in 
Appendix A Table IV, was an incentive to spend below the basic ceiling ($1197). 
This was done by using a grant rate of 62% for expenditure of $1000/WP or below. 
This results in a more-than-proportional reduction in mill rate as expenditure/WP 
falls below eee This feature is not a necessary concomitant of pan -D, At 
was suggested, along with the sharply accelerating rates of local sharing 
(decelerating rates of grants), as a means of controlling per-pupil expenditure 
by mill rate pressures while making the pressures the same for all boards regard- 
less of wealth. 

Another thing that must be said about plan D is that it could be couched in 
terms of accelerating required mill rates per additional $100 of expenditure 
per weighted pupil instead of accelerating local shares. There is no difference 
in concept between the 1977 and 1978 Ontario grant plans; they are two different 
ways of stating that any two boards in the province, regardless of wealth, 
can provide $1197 (1977) or $1299 (1978) of ordinary expenditure per weighted 


pupil for a mill rate of 7.458 mills (1977) or 7.986 mills (1978). 


Plan C, the pooling of corporation assessment at the provincial level could 
be devised in a different way as well. In the text it has been assumed that 
corporation assessment would be pooled only for elementary school purposes, and 
that it would be used to provide a basic tax relief grant within the ceiling 
allotment of ordinary expenditure. Thus, its chief effect would be to make all 
boards, but more particularly public boards with high per-pupil corporation 


assessment, poorer and thus greatly lessen the ability of a public school board 


. e.g., a board with an expenditure of $1197/WP would have a mill rate of 7.644 
(see Table 8) while one spending $1100 would have a mill rate of 6.795 - by 
spending 8.1% below the ceiling its mill rate would be 10.1% less. 
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to spend above the ceiling with greater ease than the conterminous 


separate school board. It says nothing as to the effect on the boards' 


ability to finance unrecognized extraordinary expenditure (transportation 
expenditure and debt charges). 

There could be another function of such funding. All corporation 
assessment for both panels could be pooled and the funds used to equalize 
unrecognized expenditures up to some agreed level. In this way, the funds 
would be used when, and only when, local boards decided (or were forced by 
circumstance to increase their mill rates above those required) to find their 
expenditures within the ROE ceiling and within the levels of recognized 
extraordinary expenditure. Since every knowledgeable person agrees that 
within recognized expenditure limits there is already complete pooling of 
all assessement, and that it is the uneven distribution of corporation 
assessment that is the main contributor to differences in boards' abilities 
to make unrecognized expenditures, it makes sense to use corporation 
assessment resources for this purpose. This plan has drawbacks, however. 
There would be a tendency for all boards to spend to the new limits, so that 
all that would have been achieved would have been the extension of ceiling 
on recognized ordinary expenditure. If this were to happen, the plan would 
be no different from that described earlier as plan C. It does not matter 
whether the money generated by the provincial pooling of corporation 


assessment is the’first $300 or the last $300 per pupil within the ceiling 


allowance. 


The Barrier of Varying Levels of Need for Extraordinary Expenditure 


In the days before the formation of county and district boards of 


education and of separate school boards with the same or larger territorial 


ZS 


jurisdictions, there were many boards that had no expenditure for transporting 
pupils to and from school (city and town districts) while there were other 
boards (high school districts with one central school and township school 
areas and union separate school boards operating only one or more 

central schools) where close to 100 percent of pupils had to be transported. 
Similarly, there were jurisdictions in which all pupils were in accommodation 
that was not paid for and hence had a high per-pupil annual charge for debt 
service, while, on the other hand, there were jurisdictions where all of the 
students were in accommodation that had been completely paid for years before. 
There were, of course, many boards at various points between these two 
extremes. What is certain, however, is that expenditures for transportation 
and debt charges, when expressed as dollars per pupil enrolled in a board's 
schools, varied enormously--from as low as $10 to as high as $500 per pupil 
enrolled. In 1968 such expenditures were classified for the first time as 
"extraordinary expenditure." 

The existence of great variations in extraordinary expenditure per 
pupil is a definite barrier to the achievement of equity in school finance. 
Should board A's tax rate be half as high again as board B's for the same 
level of instructional service just because board A had to transport most 
of its pupils to a new central school while the pupils of board B all walk 
to a school paid for a decade before? The problem of such extraordinary 
expenditure has been attacked in many different ways, but basically there 
are four ways of approaching the problem short of not recognizing it as a 
problem at all: 

1. Let the province (state) pay the full cost of necessary and approved 
school building and transportation. 
2. Pay grants on extraordinary expenditure at a higher rate than on 


ordinary expenditure. 
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ot Pay grants on extraordinary expenditure at a higher rate the higher the 


per-pupil extraordinary expenditure. 
4, Pay the same rate of grant on recognized extraordinary expenditures as 
on recognized ordinary expenditures. 

In some U. S. States, it was long the practice of school districts Be 
finance school building entirely from local resources. This has not been 
Canadian practice. The State of New York uses method four above to pay 
state aid to districts for expenditures on school building and transportation. 
This is the least desirable of the four from the standpoint of equity. It 
does nothing to recognize the barrier of high variation in such expenditures. 
All it does is to recognize such costs as of the same order as instructional 
costs. 

Method number one has been adopted by Alberta, Manitoba, Quebec, 
Nova Scotia, Prince Edward Island, and New Brunswick for both types of 
extraordinary expenditure, and by British Columbia and Newfoundland for 
expenditure on transportation. This has been done by including approved 
extraordinary expenditures in the foundation program. Since the local 
contribution to the foundation program is not contingent on the cost of the 
program, the effect of such a plan is 100 percent provincial assumption of 
such extraordinary expenditures. In other words, in those provinces, all 
assessment in the province is pooled for the purposes of financing those 
aspects of Bait thik livre expenditure included in the foundation program. 

Ontario has never gone this far, while going much farther than the 
simple device of paying the same rate of grant on extraordinary as on 
ordinary expenditures. The Ontario solution, since 1968, has been to use 
a combination of methods 2 and 3 above. For example, in 1977 a secondary 


school board with an assessment per weighted pupil equal to the provincial 


A 


average Ass./WP received grant on its recognized ordinary expenditures 

at the rate of 56%. But on capital expenditure from current revenue and on 
debt charges in respect of approved debentures for which debt charges became 
payable for the first time in 1977, and for the first $184 per weighted pupil 
of all other recognized extraordinary expenditure (transportation and debt 
charges other than those falling due for the first time in Loder & 
received grant at the rate of 75%. For other extraordinary expenditure in 
excess of $184 per weighted pupil it received grant at the rate of 95%. 

Thus, a board that had more than $184/WP of this "second-level" recognized 
extraordinary expenditure (REE) would have a rate of grant on REE that 
increased as the REE/WP increased. When the very high rate of grant (95%) 

on second-level REE was introduced some years ago it was to ensure that boards 
faced with building schools in new subdivisions would have 90 to 99 percent 
of the debt charges thereon paid in grant; it was hoped that this measure 
would head off municipal demands for lot levies to help finance, among other 
things, the local share of the cost of new schools. Now that debt charges 

on new buildings are eligible only for the first-level rate of grant (75% 

for a board of average wealth) this high rate of grant on second-level 
extraordinary expenditures must be justified on other grounds. 

To achieve complete equity, the province should probably adopt the 
practice of fully funding approved costs of transportation and debt changes 
Lor or capital from current where such a method of financing capital 
acquisitions is approved). For this to be done it might be necessary to 
impose somewhat stricter controls on transportation expenditure. Controls 
on new construction and renovation could hardly be stricter under full 


funding than they are today with about 80% funding. 
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It must be remembered of course, that a main part of the barrier of 


high variation in REE/WP was removed in 1969 with the formation of the new 


large units of school administration. The variance in REE/WP was drastically 


reduced. Suddenly, there were no boards all of whose pupils attended schools 


with debenture debt, nor were there boards with no expenditure for pupil 


transportation. 


It is important, in thinking about this barrier, to realize 
grant system does equalize to the extent that all boards having the 
REE/WP have the same equalized mill rate. However, it is often the 
rural boards that have the highest REE/WP and thus their total mill 
provide the recognized program (ordinary and extraordinary) will be 


thanjthatsor richer ,.mone urbanized boards, 


The Barrier of Variable Unit Costs 
The final major barrier to the achievement of fiscal equity 


to the fact that $100 does not buy the same education everywhere or 


that the presen 
same 

DOOneT, 

rate, to 


greater 


is related 


fOr -aaal 


pupils. It is widely accepted that technical courses in high school are 


more expensive on a per-pupil basis than are academic courses, that 


the 


education of the physically and mentally handicapped is more expensive 


than that of the "ordinary" pupil, and that, on the average, education costs 


more per-pupil in very small schools than in schools of average and 


large 


size. There are other factors, as well, that can influence cost pers pup 1a. 


Some of these are: 


1. Smallness of the administrative unit leading to higher unit administrative 


COSES 4 


2. Concentrations of pupils from homes, 
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(i) where English or French is not the first language 
(ii) that contain single parent families 
(iii) containing pupils from a different cultural background 

(iv) operating below the poverty level. 

3. Isolation from major centres of population which substantially increases 
the price of goods and services. 

4. The qualifications and years of service of the teaching staff; and 

5. Cost of living differentials between different areas of the province. 

The proposal made by the Committee on the Costs of Education (The 
MacEwan Committee) would completely ignore these differentials; and all those 
who complain of the complexity of the Ontario system of grants to school 
boards seem to endorse that proposal. The proposal would be equitable under 
one condition: viz. that the variation from board to board in the above- 
mentioned factors is minimal. This is demonstrably not true. As has already 
been noted (see p. 4), teacher qualifications and experience alone can 
account for differences in per-pupil expenditure of up to $200. Only in 
certain large, urban areas is it economical to provide proper education for 
such extremely high-cost pupils as aphasics and those with cerebral palsy. 
Some boards, of necessity, and not just as a matter of policy, have a much 
fen percentage of small schools and such elementary schools, if they are 
to provide equitable educational services, require from 20 to 45 percent more 
expenditure per-pupil than do schools of 300 or more pupils.+ There can be 
little doubt*that the same holds true for small secondary schools. This 
problem is one that will be exacerbated by declining enrolment-- another 
factor that varies widely in its impact from board to board. 

Ontario has gone a long way to try to overcome this barrier. It has 


done so by the use of weighting factors. It is not within the scope of this 


Te B. Rideout et al. Educational, Social and Financial Implications to 
School Boards of Declining Enrolments. 
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ies & Pa de. . : 
report to discuss these factors in detail. Suffice it to say that weighting 


factors are used to compensate for all of the variations in cost noted above 
with the exception of number 5, which is covered in part by number 3 in any 
case. There still remains some discussion as to the accuracy of some of 
these factors and the factors themselves are re-examined each year and 
improvements instituted. (In 1978, for example, two factors which it had 
become difficult to authenticate: one for age of school buildings and 

the other for admissions other than at the beginning of the school year were 
discontinued and a new one adopted. The latter was in recognition that 
grade 9 and 10 pupils in Roman Catholic separate schools cost more to 
educate than does the average Kindergarten to Grade 8 student in those 
schools. The weighting factor was needed, since not all separate school 
boards and no public school boards have such pupils to educate. ) 

Other provinces, notably Nova Scotia, Newfoundland and Quebec 
recognize the differential per-pupil cost of teachers' salaries by 
incorporating a provincial salary-scale grid in the foundation program. In 
this way, they go much further than Ontario in recognizing for grant purposes 
the differences in cost caused by different average levels of teacher 
qualifications and experience. 

A feature of the extra expenditure per-pupil generated by the Ontario 
weighting factors is that it is all provincial money. While this has always 
been so since 1969, it is more obvious in 1978 since the emphasis has shifted 
from the rate of grant to the standardized mill rate. Table 10 shows the 


effect of a weighting factor of 1.1 as opposed to one of 1.0. 


cl aye ' oe 
See Report of the Ministerial Commission on the Organization and Financin 
of the Public and Secondary School Sys tems in Metropolitan Towns. 
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Table 10: Effect of Weighting Factor on ROE and Mill Rates 


Board A Board A 

Item (with weighting) (without weighting) 
1. Average Daily Enrolment (ADE) 1,000 1,000 
2. Equalized Assessment $65,000,000 $65,000,000 
3. Grant Weighting Factor LAN. PU 

4. Weighted ADE(WADE) (3x1) 1,100 1,000 
5S. ROE/WP $1,290 $1,290 
6. ROE (5x4) $1,419,000 $1,290, 000 
7. Equalized Mill Rate® 7.931 7.931. 
8. Yield of Eq. Mill Rate (7x2) $515,515 $515,515 
9. Grant (6-8) $903,458 $774,485 


“The mill rate of a board spending the ceiling amount of $1,299/WP is 
set in the Regulation at 7.986 mills. Item 7 is calculated by the 
formula: Mill Rate = $1,290 : $1,299 x 7.986 mills. 

It will be noted that the .1 (10%) weighting of all the board's 
pupils would result in $129,000 being added to the ROE. The local contribution 
remains the same, however, at $515,515, because the mill rate is determined 
by the expenditure per weighted pupil. Thus all of the additional 
expenditure authorized by the weighting factor is covered by an increase 
in the provincial grant. Note, however, that this is not the same thing as 
saying that all of the additional cost to a board of a condition recognized 
by a weighting factor is paid by the province. It may very well be that the 
weighting factor does not represent the full additional cost to the board 
of providing the service (technical education, special education) or under- 


going the hardship (small schools, small board, northern isolation, high 
/ 


oz 


proportion of degree teachers). This has obviously been the case in 


Metropolitan Toronto, specifically for theLT special education and 
compensatory education programs and assuredly (since there is no intent in 
the weighting factor to provide even 50% compensation) with respect to the 
additional cost of more highly qualified teachers who tend to congregate in 


the metropolitan area and other large commercial and cultural centres. 


Summary of Barriers to Fiscal Equity 


We have discussed five traditional barriers to the achievement of 
fiscal equity for educational purposes in Ontario. The province, through 
its annually amended general legislative grant regulations and the underlying 
statutes has been able to correct four of these barriers to a remarkable 
degree. The proposed tax reform was to have completed the task, but this 
seems to have been shelved indefinitely. This has led some to propose 
eliminating property taxation entirely as a method for financing education, 
or, alternatively to use non-commercial assessment to finance only expenditures 
that are not recognized for grant purposes. This latter policy seems to be 
no solution at all. It is in this area of unapproved expenditures that the 
inequities of the property tax are most burdensome. At the present time all 
assessment, no matter how poorly evaluated, is, in effect, pooled provincially 


for the support of the total recognized ordinary and extraordinary expenditures 


\ 


of boards. 

There seems to be a paradox concerning the absence or presence of 
market-value assessment. When it seemed certain that the new system was 
going to be introduced, there was great concern among many that there would 


be serious disruption of the school grant plan. But now that it seems the 


oe 
new assessment will not take place, there is sudden concern that the 
existing mechanisms for financing education are no longer adequate. I do 
not share either concern, believing that relatively simple adjustments to 
the grant plan could have accommodated it well to tax reform and can be made 
now that tax reform has been postponed or abandoned. If we are so far along 
the road to centralization that we can talk with equanimity of the abolition 
of residential and farm property tax revenue for education, we are surely 
far enough along to be able to make use of the device of negative grants 
where necessary to achieve fiscal equity--a device which at least leaves 


some decision-making with respect to education to local authorities. 


Declining Enrolment and School Finance 


The chief financial implication of declining enrolment is that 
education is going to cost less than it would have had there not been 
declining enrolments, other things being equal. No one, to my knowledge, 
has argued that inflation and high unemployment are caused by or aggravated 
by declining enrolment. One can argue quite the other way--that it was the 
inordinately rapid increases in enrolment of the fifties and sixties 
that are partly responsible for today's economic problems--massive annual 
new additions to the work force and the "onward and upward forever" 
philosophy of an ever-improving standard of living. And one can point out 
that when the graduates of the present generation of school children enter 
the work force they will exert ‘downward pressure on unemployment--the 
annual increase in the work force will be drastically cut from present 
figures. 

People think declining enrolment is the villain because they see 


mill rates rising and the total cost of education rising when enrolments 


are declining. 
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The costs of education would be rising much more rapidly if there 
were not declining enrolments. Costs are increasing in spite of not 
because of declining enrolments. We must remember that we are living at 
4 time when inflation is ranging from 6 to 9 percent annually. Since 
enrolments have not declined even as much as 5 percent per annum Ley 1S 
obvious that the total cost of education must be increasing. 

For boards operating at or below the ROE/WP ceiling, ($1,299 
elementary and $1,841 secondary in 1978) local mill rates on ordinary 
expenditure are a function of the following factors: 

1. The ceiling level of ROE/WP set by the province 

2. The degree to which a board is able to spend below the ceiling 

3. The mill rate set by the Regulation for a board spending exactly at 
the ceiling (a reflection of the rate of grant the province will pay 
to a board of average wealth). 

For boards operating above the ceiling the mill rates are a function of: 

1. Factors 1 and 3 above 

2. The board's equalized assessment, and 

3. The ordinary expenditure in excess of the ceiling (which in turn, is 
the product of the average daily enrolment of the board and the dollars 
per pupil of ordinary expenditure above the ceiling). 

It is to be noted that for boards operating within the ROE/WP ceiling, 
neither the number of pupils nor the assessment has any effect on the 
operating mill rate. This means that it costs the local taxpayers no more 
if enrolments increase and no less if enrolments decline (total equalized 
assessment held constant). In the first case, the province pays the full 


additional ceiling cost per pupil, and in the second case the province 


receives the full benefit of the decline in enrolment. 
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But for boards operating above the ceiling, both the board's wealth, 
the number of pupils it has to educate, and the dollars per-pupil it spends 
above ceiling affect the additional mill rate required beyond that set by 
the Regulation to provide the ceiling level of expenditure. Such boards, 
then, do feel the effect of increased enrolments or decreased enrolments. 
The former pushes the mill rate up, while the latter pulls it down. Table 
11 illustrates this. (Board B) with 1,000 pupils has a mill rate of 7.986 
to yield (in grant and levy) $1,299/WP. If it had 10% more pupils (Board C) 
or 10% fewer (Board A) its mill rate would be the same. But, for the $41/wP 
it spends above the ceiling its additional mill rate is .83 mills; if it had 
10% more pupils its excess mill rate would be 10% higher at .91 mills and 
if it had 10% fewer pupils its excess mill rate would be 10% lower at .75 
mills. 

It is to be noted that if these boards were 20% poorer ($37,600,000 
of assessment) the mill rate to raise the $1,299/WP would remain the same 
but each of the excess mill rates would be 20% higher. Similarly, if 
board C were spending 20% more in excess of $1,299/WP (i.e., $1,348.20/WP) 
its excess mill rate would be 20% higher. Thus the excess mill rate for 
unrecognized ordinary expenditure is directly proportional to excess 
expenditure per-pupil and average daily enrolment, and inversely proportional 
to equalized assessment; the ceiling mill rate, however, varies only with 
ROE/WP. 

This discussion points up the fact that it is government policy with 
respect to where the ceiling on ROE/WP is placed each year that has most to 
do with the fiscal equity present in the school grant system. However, 
under a system where the total dollars available for school grants is 


predetermined, the higher the ceiling is placed (to minimize the number of 
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Table 11: Illustration of How Mill Rate is Independent of Enrolment 
At or Below the Ceiling But Sensitive to Increases or 
Decreases in Enrolment Above it 


Item Board A Board B 

1. WADE* 900 1,000 
2. Equal. Assessment $49,500,000 $49,500,000 
3. OE/WP? $1,340 $1, 340 
4. ROE/WP® $1,299 $1,299 
5. Ceiling Mill Rye 7.986 7.986 

6. OE in Excess of ROE $36,900 $41,000 


7. Mill Rate to 
Provide Excess £5 “85 


“Weighted average daily enrolment. Note that board A has 10% less and 
board C 10% more than board B. 


Condinary expenditure per weighted pupil. 

“Recognized ordinary expenditure per weighted pupil. 

dot by Regulation for all boards spending $1,299/WP 

£1 000 x (6) = (2) Note that board A's excess mill rate is 10% less and 


board C's 10% more than board B's, but that their mill rates for the 
standard program ($1,299/WP) are all the same. 


Board’. 


1,100 


$49 500,000 


$1,340 
$1,299 
7.986 


$45,100 


- oh 
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boards that exceed it) the lower the share of the recognized expenditure that 
can be covered by provincial grant and hence the higher the mill rate needed to 
provide the ceiling rate of expenditure for all boards. Thus to raise the 
ceiling by 10 percent would necessitate an increase of more than 10 percent 

in the required mill rate. (i.e., if the total of provincial grants is to rise 
by less than 10%). 

What has been happening in recent years, coinciding with, but not caused 
by declining enrolment, has been a lessening of the provincial contribution to 
recognized ordinary expenditure. This has caused the equalized mill rate required 
to provide the ceiling level of expenditure to rise dramatically. Coupled with 
the fact that more and more boards, particularly secondary boards, have had to 
operate above the ceiling this has resulted in large increases in mill rate. 
Perhaps a look at what has happened in recent years in this regard would be 
helpful in understanding just how flexible the grant plan is in its ability to 
adjust to provincial policy changes. Table 12 shows the changes, since 1970, 
in the ceilings in ROE/WP and the equalized mill rates required by all boards 
to provide that ceiling level. In addition, Table 12 shows the percentage 
increase or decrease from each year to the next in both the ceiling amounts 
and the required mill rates as well as the corresponding figures for the 8-year 
period. 

It will be noted from Table 12 that between 1970 and 1973 it was 
provincial policy to decrease the local mill rate year by year required to 
finance a slowly increasing ceiling on ROE/WP for both the elementary and 
secondary panels. This was the period during which the province was trying to 
reach the goal of paying for 60 percent of the total expenditures of school 
boards from provincial revenue sources. During the next three years, 1974-76 


ceiling increases were much greater, particularly for elementary boards, where 
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they were respectively 11.75%, 31.53% and 16.63%; secondary ceilings in the 
same three years increased by 8.94%, 17.06% and 7.98%. There was a big 
difference, however, in the percentage changes in the required mill rate. For 
the first time since 1970 mill rates increased rather than decreased. For 
elementary schools the mill rate increased in 1974 at a slightly higher rate than 
the ceiling (11.87% as opposed to 11.75%) while the secondary mill rate was 
dramatically higher than its ceiling increase (12.04% as opposed to 8.94%). 
In 1975 when both elementary and secondary ceilings rose by the highest 
percentage in the whole 8-year period (31.53% elementary and 17.06% secondary) 
there were smaller though still substantial increases in the required mill 
rate (23.18% elementary and 10.53% secondary). The year 1976 marked a turning 
point in government policy. That was the year (1) the absolute expenditure 
ceilings per weighted pupil were dropped, (2) it was decided to no longer 
attempt to meet 60 percent of all school board expenditure through provincial 
grants, and (3) the policy (introduced in 1969) of funding elementary and 
secondary education at the same rate was abandoned. As a result of the two 
latter policy changes, the secondary required mill rate rose 28.97% for a 
7.98% rise in its ceiling while the elementary school ceiling and mill rate rose 
at about the same rate (ceiling, 16.63% and mill rate 16.57%). 

Since 1976, ceiling increases in percentage terms have dropped back, 
with the elementary ceilings continuing to increase at a higher percentage than 
secondary ceilings as they have every year since 1970.1 But what is more notable 


is that the required mill rate increases have dropped sharply back (to 6% and 


with the result that whereas the elementary ceiling in 1970 was only 
50% of the secondary, in 1978 it is 70.56% of it. 
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and 7.08% for elementary in 1977 and 1978 and to 8.01% and 6.31% for 
secondary in those same year). 

It was mentioned earlier that the savings attributable to declining 
enrolment on expenditure up to the ceiling accrue to the province rather than 
to the school boards. That is not the whole story, however; the monies thus 
saved by the province enable it to set lower effective mill rates than would 
otherwise be needed to provide the increase. That is why in 1977 and 1978 it 
was possible to have the mill rates increase by a lower percentage than the 
ceilings. In other words, the money saved by the province on declining 
enrolment is used to reduce the basic mill rates required to fund recognized 
ordinary and extraordinary expenditure. 

Finally, Table 12 indicates that the elementary ceiling has increased 
by 159.8% since 1970 while the required local mill rate to provide that level 
of expenditure has increased by only 40.62%. For secondary boards the picture 
is quite different: the ceiling has increased by only 84.1% in the 8 years 
while the mill rate has increased by 43.67% -- more than that for elementary 
schools. These figures illustrate two things: 

(1) provincial policy has been to provide for quality improvements 
in elementary schools to a much greater extent than in secondary 
schools. These are reflected in a continuing decrease in the 
elementary pupil/teacher ratio during the period while the PTR 
of secondary schools has tended to level off and even rise; ana 

(2) provincial policy has been to absorb all but an average of 
S¢ per year of the increased ceiling expenditures. 

But these figures (Table 12) do not tell the whole Stomc. hoe 


necessary, when talking about educational "improvements" and about tax burdens 
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to look at these in terms of real or constant dollars, not in inflated dollars. 
Table 13 uses the consumer price index to deflate the 1970-78 ceilings and the 
tax paid on a home with an equalized assessment of $20,000. What this table 
shows clearly is that in terms of 1971 dollars there has been a substantial 
(47.5%) increase in real elementary ceilings since 1970. Not all of this will 
be attributable to quality increases (chiefly decreases in PTR) but will also 
reflect increases in average teacher salaries caused by increases in average 
qualifications (the effect of the requirement that all new elementary teachers 
have a Bachelor's degree) and by scale increases in excess of the rate of 
inflation. On the other hand, secondary ceilings have increased (in real terms ) 
only 4.52% over the 8-year period. But what is most Startling aus#that wlocal 
taxation (in constant dollars) to produce the local share of the ordinary ceilings 
has declined by 22.73% elementary and 8.43% secondary for an average of 19.42% 
over the 8-year period. These figures do not lend much support to those who have 
been decrying the mammoth increases in education costs and education taxes. It 
is obvious from a study of these two tables that the outcry about rapid increases 
in taxes is a result of provincial policy from 1970-1974 not only to shield educa- 
tional taxpayers from the effects of inflation but to actually lower their taxes. 
When this policy was finally abandoned, the resulting increases were larger than 
they would have been had they been allowed to reflect some inflational pressure 
each year. But it is noteworthy that for a board operating at the 1978 ceilings 
(which are respectively 47.5% and 4.52% higher in real terms than in the 1970 base 
year) the school tax to provide those levels of expenditure (also in real terms) 
walt be 19.42¢sless than 1t was in 1970. (It is to be remembered that the assess- 
ments have not been changed since 1970.) These statistics do not apply to boards 
that are spending substantially more than the ceiling level. 

Tables V, VI and VII in Appendix A look at actual per-pupil costs 


(including unrecognized ordinary and all extraordinary expenditures), per-pupil 
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grants, and per-capita local taxation for 1970-76 in current and constant 

dollars. These tables indicate the results for local taxation, particularly, 
of the drastic turnabout in provincial policy referred to earlier. Note that 
while local tax per capita (in constant dollars) increased by only 3.20% over 


the 6-year period from 1970-76 it increased 23.74% in 1976 over 1975. 


So that the reader may be able to assess the degree to which ceilings 


actually represent attainable levels of expenditure, Table 14 has been prepared, 
showing number of boards over and under ceiling in 1977 and the degree to which 
they were over or under. It is apparent that in 1977 the elementary ceiling 
was a realistic one in that 59 out of 121 boards (48.76%) were able to operate 
within it. It is to be noted also that, of the 62 boards that were above the 
ceiling, 51 were above by less than $100/WP and only 11 boards (9% of the total 
of 121) spent $100 or more above the ceiling. But Table 14 also shows that 
the ceiling level was much less adequate for secondary boards; only 15 of the 
71 boards (21.1%) were able to keep their expenditures within ceiling. Of 
those exceeding the ceiling, 23 (32.4% of all boards) were spending $100/WP or 
more above the ceiling. These facts must be borne in mind when evaluating 

the plan earlier suggested, under which all assessment would be pooled provin- 
Cially while still allowing local option with respect to spending patterns 
peian D):. 

We have established, I believe, that it is not declining enrolment that 
is the villain of the piece where school finance is concerned. On the contrary, 
declining enrolment offers a unique opportunity to do those things in education 
that it was not possible to do when enrolments were rising -- reduce class size, 
provide better compensatory education, and adequately staff and fund smaller | 
schools. The only reason we do not see these things being done is that the 


problem is not declining enrolment but declining commitment to education in a 
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period of financial retrenchment. With anything close to full employment 


our society should be in a better position to finance education than at any 


time in the last 40 years -- fewer school children and a very large and rapidly 
increasing work force. Our main problem as a society, then, is to improve 
our economic position. It is hard to see just how reducing employment in 


the public sector contributes to such improvement . 

There are, however, some minor implications of declining enrolment 
for school finance and school grant policy. The most important relates to 
the fact that per-pupil expenditure tends to increase as a direct result of 
declining enrolment. This comes about because of several factors, among 
which are the following: 

1. The cost of administrative staff both at the board and 

school level has to be spread over fewer pupils and it is not 

always possible to cut back such staff at the same rate as 

enrolments decline. 

Z. The cost per pupil of operating and maintaining school 

property rises and such costs are even more difficult than 

those relating to administrative staff to cut back. 

3. As the schools begin to drop below 200 pupils, unit 

costs for teachers' salaries begin to rise if standards 

are to be maintained because of the difficulty in holding 

to a board-wide pupil-teacher ratio in small K-6 or K-8 

schools. 

4. The cost per pupil-mile of transportation increases 

as fewer children ride on a bus but not enough fewer to use 

a smaller bus. 

5S. The cost per pupil of outstanding debt charges rises. 

This is counteracted, however, by the fact that there is a 


fall-off in new debt charges as new buildings need no longer 


be provided. 
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6. As enrolments continue to decline and new, young 

teachers are hired in only small nunbers, the per-pupil 

cost of teachers’ salaries will rise because the average 

years of service will be at or approaching the maximum 

recognized by the grid and the average qualifications of 

teachers will rise as non-degree teachers retire and the 

remaining teachers upgrade their qualifications. 

If it can be assumed that declining enrolment affects all boards 
proportionally, then there is no problem that needs to be addressed as among 
the boards. All that would be needed would be a recognition in the ceilings of 
higher annual per-pupil cost increases than might otherwise be expected. 

But we know that declining enrolment is affecting boards differentially. As 
CODE's first Interim Report showed, some boards will experience increases in 
enrolment between 1976 and 1986 while others will experience decreases ranging 
from one to 30 percent. 

There would a to be two different ways of adjusting the grant plan 
to compensate for this wide variance in the effects of decline. 

1. In order to allow for an orderly retrenchment of staff, both academic and 
non-academic, the average daily enrolment (ADE) on which grants are based 
could be adjusted. At present, ADE is determined by adding 30% of the enrol- 
ment at the end of January, 30% of the enrolment at the end of April and 40% 
of the enrolment at the end of September. Thus the ADE figure reflects both 
the normal wastage between January and April and the quite significant drop in 
September when the new term starts. A board with declining enrolment has to 
plan in January-February for the last 6 months of one school and the first 

4 months of the next school year. The amount of the decline is always hard 
to estimate -- harder for Ontario than for boards in other provinces because 
only in Ontario can elementary pupils switch back and forth between the public 


and separate systems. An obvious first step in adjusting the grant system 
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to declining enrolment, then, would be to use the enrolment as of January 
31st for all grant purposes. Given commitment to a predetermined pool of 
money for school grants, this policy would produce no more money in total but 
would tend to redistribute what there was to the greater advantage of those 
boards that had the greatest drop in enrolment between January and September. 
(If all had the same percentage drop it would have no effect on the grant of 
individual boards at al1.)+ The adoption of this practice would go far towards 
achieving better planning for the fiscal year and would cushion the impact of 
declines in enrolment during a fiscal year. 

For longer-term adjustments to permit orderly cutbacks of personnel, 
several devices have been used, most common of which are the following: 

a. The use of a moving two- or three-year average of enrolment 
or ADE as the figure to be used for the current year. Thus, for 1978, a 
board's ADE for grant purposes would be considered to be the average of its 
ADE for 1976 and 1977 or for 1975 through 1977. Such a device would work 
well for boards in decline but would penalize growing boards; these should be 
permitted to use the actual ADE of the current year. It is probable that 
this method of compensating for declining enrolment from one fiscal year to 
the next would overcompensate, particularly the use of the 3-year average. 
On the other hand, it gives boards greater leeway in their attempts to adjust 
starr, toideclines. 

b. The use of a weighting factor to compensate for decline. This 
could be a very simple one such as a weighting factor of .01 for every 1% of 


enrolment decline from one January to the next. Again, this might perhaps 


Icince there are a few growing boards it would be advisable to count 
enrolment as the greater of the January enrolment and 60% of that enrolment 
added to 40% of the September enrolment. 
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be too generous when coupled with the use of January enrolment for the whole 
year. A better system of weighting might be one in which the weighting factor 
reflected only the loss of pupils above some basic percent (say, 1% or 2%). 
Under such a plan a board would receive a weighting factor of .027 or .017 for 
4 3.7% decline in enrolment from one January to the next. 

c. A method used in Ontario between 1973 and 1975 is also plausible. 
It is a variation of the weighting-factor approach under which from 30 to 50 
percent of the decline in enrolment from one fiscal year to the next would be 
counted as though it still existed. Probably a figure of about 35-40% could 
be justified for the purposes envisaged in this section. 

2. In order to compensate for those aspects of declining enrolment that last 
for more than one year, such as the extra costs of small schools, the small- 
school weighting factor could be enriched so that it comes closer to paying 
the actual increased costs of smaller schools. A study could be made, too, 
as to the adequacy of the present weighting factor for small boards. 

One of the dilemmas facing boards -- and one which will have to be 
faced by the province -- is what to do about formerly average or large schools 
whose enrolment has dropped to the point where unit costs must rise if quality 
education.1s to.continue: to be provided... In such»schools,,.1n. particulan, ahe 
per-pupil cost of maintenance and operation can become very high, in addition 
to the normal rise in the per-pupil cost of administration, secretarial service 
and classroom teaching that are characteristic of schools below 200 pupils. 1 
The dilemma is whether to close such community schools and transport the pupils 
(or a large number of them) to another school, or to keep them open even though 
the unit costs are higher. Both options will result in higher costs -- the 


former for transportation and the latter for higher unit costs. With the cost 


1 : : 
See Rideout et al., Educational, Social and Financial Implications 
<O School Boards of Declining Enrolments, Ch. 3 
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of fuel steadily rising, transportation that is not absolutely necessary may 
become unacceptable in the near future. At present, the higher level of pro- 
vincial support for transportation as opposed to that for small schools persuades 
boards to go the closure route. If this trend is to be halted (in view of both 
the increasing energy costs and the province's concern for maintaining community 
schools) then the grant structure must be changed to reflect this change in 
public policy. Less generous grants on second-level recognized extraordinary 
expenditure (which includes transportation expenditure), or more stringent 
controls on what transportation will be approved for grant, together with more 
generous weighting factors for small schools (including those in urban areas) 


would be steps in this direction. 


SUMMARY 

This paper has discussed several barriers to complete fiscal equity 
for all school boards that are commonly encountered and has shown how they have 
been dealt with in Ontario under "established parameters". It has also examined 
two possible ways of achieving greater fiscal equity for boards spending above 
the provincially-imposed ceilings of expenditure per weighted pupil (local 
pooling and provincial pooling of the assessment of public corporations) and 
one way of achieving complete fiscal equity by the provincial pooling of all 
local assessment in such a way that local decision-making can be maintained and 
extended to all boards, while at the same time encouraging local economy in 
spending. Other possible solutions have also been discussed: (1) complete 
provincial assumption of the administration and finance of education,.as advocated 
by Cameron; (2) the restriction of the tax on residential assessment to the 
financing of local education expenditures above the ceilings and (3) the problems 
inherent in the postponement of tax reform. 

It has been pointed out that declining enrolment has only minor 


implications for school finance -- implications that can be corrected by rather 
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minor technical adjustments to the Grant Regulations. Mention has been made 
of the very real opportunity present in Ontario, as soon as the acuity of the 

present financial stringency abates, to upgrade several aspects of education 

now that we have a large work force to supply personnel and revenues to look 

after a dwindling school population. 

This paper has demonstrated that the present grant structure is 
extremely flexible; that it can accommodate either tax reform or its absence 
(though, if the latter, necessary adjustments will have to be made in equa- 
lization factors to reflect property-value changes since 1L970Je_ thatedtican 
handle negative-grant adaptations if the political will is there and, most 
important, that it can be made to reflect very minute changes in provincial 
policy with respect to various aspects of education. 

This author believes that there is still much to be said for some 
local decision-making in education -- particularly in a province as large and 
geographically extensive as Ontario. He therefore believes that the ideal 
solution is to, in effect, pool all assessment (as it is now up to the ceiling 
levels of ROE) so that, at whatever level any board wishes to spend, its mill 
rate will be the same regardless of local wealth. To make this economically 
feasible a sliding scale of support, along the lines suggested, should be 
instituted so that local taxes will rise proportionately more than the rise in 
level of expenditure. Concomitant with this, equity demands that weighting 
factors continue to be used and refined as new information becomes available; 
such weighting factors should probably include one for declining enrolment 
from one fiscal year to the next but the factor should not correct for 100% of 
the students lost. The grant plan should recognize that for some time small 
schools will be with us and provide for the additional costs they entail. 

Once complete fiscal equity is attained for all boards, all boards 
should be required to submit requisitions to municipal authorities in the same 


way and the apportionment of the requisitions among municipalities should be on 


—S 


vail 


the same basis for all boards -- equalized assessment. There would no longer 
be any need for separate school boards to have the power to set their mill rate. 

There is one further equity-related issue that is aggravated by declining 
enrolment -- the differences between boards in the per-pupil cost of teachers' 
Salaries caused by differences in average levels of qualifications and in years 
of paid teaching experience. Declining enrolment will heighten these diffe- 
rences, Since most boards no longer will be able, by their hiring policies, to 
do much about the composition of their teaching staffs. As has already been 
pointed out, such differences can account for a $100 or more differential in 
cost per pupil. Should a board that has additional costs attributable to the 
constitution of its teaching staff be required to have a higher mill rate for 
that reason? If not, the weighting factors should be adjusted to reflect the 
full additional cost of teacher qualifications and years of experience above 
those of a board at the 25th percentile. 

There are other ways, short of complete provincial control of schools, 
by which the control of the central authority could be enhanced. One of the 
most persuasive of these is, of course, the adoption by the province, in nego- 
tiation with the Ontario Teachers' Federation and the Ontario School Trustees' 
Council, of a province-wide salary grid (with suitable regional adjustments) 
together with a formula for determining the number of teachers and other certi- 
ficated staff a board would be able to hire. Through this device, the province 
could control 75% of education costs and achieve as well a large measure of 
equality of educational opportunity. Such a policy would need to be rather 
complex since it would need adjustments for small schools, remote areas, 
inner-city problems and the various forms of special education. This type of 
policy, already in effect in Quebec, Newfoundland, Prince Edward Island, and 


partially in New Brunswick, Nova Scotia and Saskatchewan, would substitute for 


the less specific use of weighting factors. 
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The province will have to choose, in the not too distant future, between 


these three alternatives in the financing of education: 


1. Complete provincial operation of the schools, either without 
school boards or with boards acting only as advisory and administrative bodies 
responsible chiefly to the central authority; 

2. The continuation of local boards but with salary grids and 
number of teachers determined centrally; or 

3. An extension of the present Ontario system with the gradual 
elimination of the remaining aspects of fiscal inequality -- the system 


described more fully in this paper. 
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